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TO THE PENNSYLVANIA PUBLIC UTILITY COMMISSION:

I.  Introduction

By Tentative Order entered June 24, 2005, the Public Utility Commission (“PUC” or the “Commission”) issued its initial proposal for enabling the participation of demand side management, energy efficiency and load management programs and technologies (“DSM/EE”) among the resources eligible for participation in Pennsylvania’s alternative energy market.  The Tentative Order invites comments from interested parties within 60 days from its entry date.  


The Energy Association of Pennsylvania (“EAPA”) represents the interests of the Commonwealth’s PUC-regulated electric and natural gas energy distribution companies.  EAPA has been an active participant in the stakeholder process that the Commission has established to address issues relevant to the implementation of the Alternative Energy Portfolio Standards Act (“Act”).  EAPA previously filed comments on matters related to DSM/EE on April 1, 2005 (in response to the Issues List issued by the Commission on March 21, 2005), on May 13, 2005 (in response to the Staff Proposal dated May 2, 2005), and on May 23, 2005, (in response to discussion during the May 18, 2005 meeting of the DSM/EE Working Group).  EAPA appreciates the opportunity to provide comments on the above-captioned Tentative Order and looks forward to continuing to work with the Commission and all other stakeholders to address issues associated with the eligibility of DSM/EE resources.  

II.   Comments


For the sake of efficiency, EAPA’s comments follow the headings and numbering established by the Commission in its Tentative Order.

A. Standard Energy Savings Measures

EAPA commends the Commission on its development of a strong starting point for building experience with establishing credits for standard measures, and offers the following specific suggestions:

1. Full Load hours for most commercial and industrial measures in the Technical Reference Manual (“TRM”)  reference data compiled by the consulting firm of “Optimal Energy”. A process to apply this data to the Pennsylvania experience with appropriate supporting documentation should be established. 

2. Several of the parameters such as Operating Hours and Measure Life are taken from the Vermont TRM and other reference documents and are not necessarily appropriate for application in PA.  These parameters should be adjusted to reflect the differences in climate and customer characteristics.

3. Motor operating hours are assumed to be 4,500 irrespective of application. The protocols adopted in NJ utilize 4,599 hours for industrial applications and 2,502 hours for commercial applications.  EAPA recommends creation of two or more motor operations classifications to more accurately reflect seasonal or consistent monthly use.   In addition, motors should be required to operate regularly and be in service – i.e., motors purchased for back-up or stand-by purposes (i.e. pumps used for fire systems) should not receive credits.

4. The assumed 20-year life of lighting measures for new commercial construction should be reduced to 15-years to reflect more frequent remodeling practices.  Other states have adopted 15-year life of lighting measures, and it would be appropriate in this instance to have conformity with a neighboring state standard.

5. In the case of Universal Service / Low Income Usage Reduction Program (LIURP), utilities and their customers have paid for conservation measures that produce material energy savings that should be available to offset Tier II portfolio requirements.  Impact evaluations are performed regularly pursuant to current Pennsylvania regulation to assess program energy impacts. EAPA strongly recommends that the savings associated with these programs should be referenced in the Tentative Order as eligible for energy credits, and that title to such energy credits would be owned by the utilities that implemented them. This will avoid a condition where customers need to purchase energy savings twice (i.e. both for LIURP and AEPS compliance).

6. While the Tentative Order made reference to the PJM Customer Baseline methodology, EAPA saw no reference to, or incorporation by reference of the PJM Load Response programs to which the methodologies apply. The Order should incorporate and approve the PJM Load Response programs by reference to enable eligibility of credits associated with those programs.
Metered and Custom Measures

EAPA agrees with the characterizations of metered and custom measures in the Tentative Order.  EAPA further concurs with the Commission’s conclusion that the qualification and availability of Alternative Energy Credits (“Credits”) from metered and custom measures will need to be determined on a case-by-case basis.  Finally, EAPA agrees with the Commission that a set of clear guidelines is necessary to facilitate such determinations and to promote consistency among those determinations.  

The Commission acknowledges in the Tentative Order that it relied, in part, on guidelines offered by EAPA in its May 23 comments in the formulation of its own guidelines.  EAPA wishes to thank the Commission for its consideration of EAPA’s proposal, but also wishes to reiterate, with supporting rationale, certain of its proposed guidelines, which the Commission has not included in its Tentative Order.

1. In its earlier comments, EAPA had proposed, “All measures that shift load shall be given full credit for kilowatt hours shifted as well as for any conservation effect.”  EAPA believes that creating demand side response is an important objective in a market environment and has worked with the Commission’s Demand Side Response Working Group to develop pilots and policy regarding demand response.  EAPA believes that the inclusion of demand side management among the Tier II resources in the Act is intended to recognize the value of demand response, not only from an environmental perspective, but also its value to the energy market.  In this way, demand side management is similar to other eligible technologies that provide benefits in ways beyond simply avoiding traditional generation.  EAPA notes that the availability of Credits to demand response programs will make those programs more economically attractive.  Accordingly, EAPA believes that all demand side measures should qualify for Credits, including those that only shift load but have no conservation component.  

2. In its earlier comments, EAPA had proposed, “All measures that involve generation shall directly measure kilowatt hours generated using an approved metering device.”  EAPA believes that its proposed clarification is necessary to address a potential definitional inconsistency that could arise if generation that is part of a portfolio of demand side measures at a site  is not recognized as generation because it is part of a demand side measure.  The Act specifies at Section 3(e)(3) that, “All qualifying alternative energy systems must include a qualifying meter to record cumulative electric production to verify the advanced energy credit value.”  EAPA’s proposal is wholly consistent with that requirement.  
3. In its earlier comments, EAPA had proposed, “Where self-generation is a component of the measure, the generator must meet the definition of a Tier I or Tier II resource contained in the Act.”  As in the case of Item 2, above, EAPA believes that its proposed clarification is necessary to address  potential definitional and environmental impact reporting inconsistencies  that could arise if generation  is part of a portfolio of demand side measures at a site.   This circumstance could lead to a non-qualifying technology, such as a diesel generator, being awarded Credits because it is labeled as, or impacts metered facility energy use similar to a demand side measure.  EAPA believes that failure to establish such a policy will result in actions that are contrary to the environmental objectives of the Act.
4. In its earlier comments, EAPA had proposed, “The Credit Administrator shall take reasonable steps to assure that measures that claim to save kilowatt hours through conservation are not, in fact, saving kilowatt hours through curtailment of operations (e.g., plant closing, elimination of an operating shift, etc.).  This may be accomplished by establishing a base level of product produced by an industrial concern as a threshold condition for the creation of Credits.”   The “Credit Administrator” to which EAPA referred in its comments is the “Program Administrator” described in the Tentative Order.  EAPA believes that failure to establish such a policy will provide an economic incentive for plant closures and production curtailments that is contrary to the economic development objectives of the Commonwealth. 

5. In its earlier comments, EAPA had proposed, “Measures that simply replace the consumption of electrical energy with the consumption of other forms of energy (for example, conversion from an electric furnace to a fossil fueled furnace) shall not be eligible for Credits associated with kilowatt hour reductions resulting from the substitution.”  EAPA believes that failure to establish such a policy will provide an economic incentive to undertake conversions that are contrary to the environmental objectives of the Act.
In all of the above cases, the EAPA further believes that making such policy determinations as a matter of guidance will save administrative resources in the processing of applications. 


EAPA also notes that, in its May 23, 2005 comments, it had recommended certain guidelines regarding administration of the Credits program.  In the Tentative Order, the Commission has, instead of establishing guidelines, stated that it will establish the requirements for and duties of the Program Administrator by way of regulation.  The EAPA concurs with the Commission’s proposed approach to establish the requirements for and duties of the Program Administrator by way of regulation and further recommends that the development of such regulation(s) should make use of the Working Group.         
B. Depreciation Schedule for Alternative Energy Credits
The tentative order leaves the question of depreciation open for unmetered measures, and asserts that depreciation will be captured by the metering scheme “for measures that are separately metered.” EAPA cautions that just because a metering system exists does not mean that it will capture depreciation in all cases. While a meter on a generator or a Combined Heating and Power System (“CHP”)  will capture performance depreciation, some metering schemes may not. For example, some measurement plans for savings associated with lighting could involve lighting load inventory combined with the metered run-time of the lighting systems treated. In such schemes, run time, not performance depreciation will be captured by the metering system.

Instead, EAPA suggests that, for unmetered measures, depreciation be among the considerations that factor into determining the assigned life of different measures.  Use of variable annual depreciation schedules to modify annual   performance impacts for standard measures will significantly complicate the processes for assigning annual credits and the requirements for tracking systems. 

D. Qualifying Measures
The Commission raises several issues in this section, some of which are not abundantly clear and need to be addressed carefully.  EAPA agrees with the Commission that the Act intended to recognize both new and existing facilities and that existing facilities with a depreciable life should only receive credits over the remainder of their depreciable life.

EAPA does agree with US Steel’s assertion that facilities which are directly metered, such as generation, should not be subjected to any predetermined depreciation schedule.  

EAPA completely supports PJM’s transition to the Firm Power Contract wherever such an approach is feasible.  However, neither the existing Customer Base Line (“CBL”) approach currently adopted by PJM, nor the proposed methodology is particularly practical for tracking long-term DSM measures but are intended rather for measuring short term DSR activities.   That’s not to say that a baseline calculation can’t be developed, however, appropriate verification procedures must be established in conjunction with this approach. EAPA would recommend including this in a list of measures for future development and adoption. 

E. Implementation and Maintenance of TRM and General Guidelines

EAPA fully supports the concept of periodic review, however, further recommends that a working group be established to conduct regularly scheduled review.  The committee should consist of a limited number of participants with representation from a cross-section of stakeholder groups.  

III.  Conclusion
EAPA wants to thank the Commission for the opportunity to offer comments on the Tentative Order entered June 24, 2005, on Standards for Participation of Demand Side Management resources.  EAPA generally supports the Commission’s Tentative Order subject to the following relatively minor modifications:

Standard Energy Savings Measures

EAPA believes that, while the Tentative Order provides a strong starting point for building experience with establishing credits for standard measures, several minor revisions are proposed to make it more representative of conditions in Pennsylvania and consistent with practice.

  
Metered and Custom Measures EAPA concurs with the guidelines for metered and custom measures included in the Tentative Order, but offers several additional guidelines that it believes should be included and provides supporting rationale for their inclusion.  EAPA believes that the inclusion of these additional guidelines will promote consistency and save administrative resources in the processing of applications.

      EAPA believes Universal Service/LIURP and PJM load response programs should be eligible for energy credits. 

Depreciation Schedule for Alternative Energy Credits

EAPA clarifies that the existence of metering does not necessarily mean that depreciation will be captured and that depreciation may still need to be considered in certain circumstances.  EAPA further recommends that the best way to capture depreciation is by adjusting the life of the measure so that the average level of credits over the adjusted life reflects the effect of deteriorating performance.  

Qualifying Measures

EAPA concurs that the Act intends that both new and existing facilities participate; and that both should only receive credits over the remainder of the measure’s life.  EAPA supports PJM's transition to Firm Power Contract, however, EAPA also notes that there are circumstances where neither the existing customer baseline nor the Firm Power Contract may be practical.

Implementation and Maintenance of TRM and General Guidelines


EAPA supports the concept of periodic review, but recommends the working group should consist of a limited number of participants. 
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Respectfully submitted,

______________________________

J. Michael Love, President and CEO

Energy Association of Pennsylvania

800 North Third Street, Suite 301

Harrisburg, PA 17102
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mlove@energypa.org
Donna M. J. Clark, Vice President


and General Counsel

Energy Association of Pennsylvania

800 North Third Street, Suite 301

Harrisburg, PA 17102

dclark@energypa.org 

Dated:  August 23, 2005

at Harrisburg, Pennsylvania
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